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SACRAMENTO UPDATE

Senate Budget Hearing on the Impact of the Federal Deficit Reduction Act to
California '

On February 8, 2006, Senate Budget Subcommittee No. 3 on Health and Human
Services held an informational hearing on the impact of the Federal Deficit Reduction
Act of 2005 on California’s CalWORKSs, Foster Care, Child Support and Child Care
programs. Representatives from the State Departments of Child Support and Social

Services, the Legislative Analyst's Office (LAO) and various statewide organizations™ =~

provided testimony.

Cliff Allenby, Interim Director, State Department of Social Services (DSS), indicated that
while the Deficit Reduction Act will have a detrimental impact on California, the
Administration is hopeful that another bill will be introduced in Congress that could
ultimately soften the impact on California. Mr. Allenby noted that the department will be
working closely with the Governor's Washington office and with the County Welfare
Directors Association (CWDA) on subsequent legislation. However, all of the advocacy
groups that testified at the hearing doubted that federal changes would be made.

A representative from the LAO stated that the National Conference of State Legislaturés

(NCSL) would be pursuing language to help states comply with the new federal
changes, such as delaying certain implementation dates. The LAO also indicated that
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California would lose $1.7 billion in Federal funds, and would experience $1.4 billion in
increased State costs through Federal Fiscal Year 2010.

David Maxwell-Jolly from the Department of Child Support Services painted a
somewhat “brighter picture,” because the State was instrumental in eliminating
language which would have reduced the federal Child Support participation rate from 66
percent to 50 percent. However, the loss of $91 million in federal incentive funding
starting in State Fiscal Year 2007-08 would result in over $180 million in lost child
support collections.

Dave Oppenheim, Executive Director, Child Support Directors Association, questioned
whether the State would backfill lost federal incentive funding, and if not, how would the
federal reduction be allocated to county local assistance budgets. Further, the loss of
incentive funding could result in more families on public assistance and reduced staffing
in local child support offices. Senator Denise Ducheny asked the State and child
support advocates to think about ways California could create its own “incentive”
program, where dollars would be reinvested to improve performance, and counties
would receive additional funding based on improved outcomes.

The Deficit Reduction Act also reverses the Ninth Circuit Court Rosales decision, which
allows relative caregivers to receive the foster care grant rather than the lesser
CalWORKs child-only grant. According to DSS, overturning this court decision would
have the most impact on sibling groups. A representative for CWDA testified that there
are about 500 children statewide that would be impacted by the Rosales decision.
Senator Ducheny noted that California could choose to pay the higher foster care grant
rate to relative caregivers, but that the State would only be reimbursed at the rate of the
CalWORKs child-only grant.

Charr Lee Metszker with the California Department of Social Services highlighted three
changes to the Temporary Assistance for Needy Families (TANF) program which were
included as part of the Reduction Act which will affect California’s CalWORKs program:
1) It requires California to increase its work participation rates from 23 percent to
50 percent for all families, and from 42 percent to 90 percent for two-parent families;
2) It maintains penalties for failing to meet work participation requirements; and
3) It maintains the TANF block grant amount at its current level thus increasing State
costs for services such as child care to meet new work participation rates. The LAO
estimates that noncompliance could result in General Fund backfill costs of $185 million
annually beginning in FFY 2009 and increasing 2 percent for each succeeding year, and
additional General Fund MOE spending of $180 million beginning in FFY 2007. The
Center for Law and Social Policy estimates these costs to be approximately $400 million
beginning in FFY 2007.
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Ms. Metszker concluded her testimony with a request to establish a stakeholder group
to pursue flexibility through Secretary Leavitt of the U.S. Department of Health and
Human Services (HHS). The HHS is required to issue regulations no later than
June 30, 2006 that address uniform methods for reporting requirements and allowable
work activities counted towards work participation rates.

An attorney for the Child Care Law Center stated that the State receives federal funding
for subsidized child care principally through the Child Care Development Block Grant.
An increase of $128 million in federal child care funds over the five-year period was
included for California. However, due to increased work participation rates, California
will face a shortfall of $2.03 billion over the term of the reauthorization period to cover
child care costs for approximately 60,000 families that will need to engage in countable
welfare-to-work activities.

A roster containing the status of all bills of County interest is attached.

We will continue to keep you advised.

DEJ:GK
MAL:DW:JF:DS:MF:pcm/cc

Attachment

c: Executive Officer, Board of Supervisors
County Counsel
Local 660
All Department Heads
Legislative Strategist
Coalition of County Unions
California Contract Cities Association
Independent Cities Association
League of California Cities
City Managers Associations
Buddy Program Participants
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